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Danish Monetary Policy 


At the annual meeting of the provincial banks, the 
Governor of the National Bank of Denmark strongly 
defended the present strict monetary policy. He ad- 
mitted that permission for banks to borrow increased 
amounts from the National Bank had been introduced 
only to save the banks from a critical liquidity posi- 
tion (see this News Survey, Vol. XII, p. 367). There 
had been no question of any real increase in liquidity 
which would encourage the banks to continue the 
increase in advances. The banks must show restraint 
in granting credit. However, this restraint must take 
a form which does not affect exports or investments; 
only consumption should be affected. 


According to the Governor, sufficient attention has 
not been paid to the fact that in the last half year 
Denmark had an average foreign exchange deficit of 
about DKr 60-70 million a month, so that in this 
period total foreign exchange reserves declined by 
about one fourth. If a temporary deterioration of the 
terms of trade had been threatened and there had been 
adequate foreign exchange reserves to draw upon, a 


Europe 


European Monetary Agreement 

The first annual report of the Board of Management 
of the European Monetary Agreement (EMA) com- 
ments on the success of the establishment of external 
convertibility for the leading European currencies at 
the end of 1958. Although in many cases this converti- 
bility simply confirmed freedoms that had already been 
given generously to traders and exchange dealers, the 
confidence produced by the concerted moves brought 
further liberalization, especially in trade and capital 
movements. Above all, a new climate was created in 
which fears concerning currencies were no longer the 
driving force, and in which interest rate differentials 
and the scarcity of money again began to play impor- 
tant and dominating roles. International financial cen- 
ters grew closer together, and both long-term and short- 
term capital began to flow between centers in growing 
volume. The report says, “It can be assumed that the 
major part of the increased foreign holdings of the 
continental banks have been invested in London and 
New York which, under the new conditions of con- 
vertibility, played an increasingly important role as 


temporary foreign exchange deficit might have been 
justified. In fact, however, the terms of trade were 
satisfactory and reserves were small—so that, accord- 
ing to the Governor, there is no justification for the 
present deficit. 

He also emphasized the need for tightening the 
money market in the present situation of overactivity, 
excessive demand, and decline of exchange reserves. 
If, on the other hand, liquidity were increased, more 
money would be available to compete for a labor force 
which does not exist. In many sectors, not least the 
building industry, there is a tendency toward an up- 
ward pressure on prices and wages. A tight money 
market might, in certain circumstances, lead to greater 
unemployment and a fall in production, the Governor 
continued; but in the present situation of overactivity, 
this is not the case. In the present situation, the tight 
money market should not be regretted; it does not 
cause unemployment, but a better balance in the 
economy. 

Source: Bgrsen, Copenhagen, Denmark, May 30, 1960. 


centers for international short-term finance.” And it 
concludes, “All these movements between centers were 
influenced both by interest rate differentials and by 
relative tightness or abundance of money in the 
markets.” 

The Times suggests that London, as the leading 
international center, has already benefited from these 
movements. It comments that one development of prime 
importance in the past 18 months has been the increas- 
ing habit of large international organizations, and of 
others financing foreign trade, of borrowing in the 
cheapest international center. So far as London is con- 
cerned, the pressure from borrowing tends to move in 
one direction only. When rates are relatively low in 
London, borrowed there; this happened 
before the bank rate was raised early in 1960. When 
rates are high in London, the amount of borrowing 
switched to other centers is not in proportion to the 


more is 


relative interest rates, because many other European 
centers are not fully organized as capital centers, in 
this sense. In these conditions, the Times comments, 
domestic monetary policy can no longer be isolated 
from what is going on abroad. On this subject, the 
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EMA report states, “These new conditions, by magni- 
fying the interdependence of the national economies, 
place new responsibilities on the national monetary 
authorities. They demand the careful watching of devel- 
opments, decisive and quick intervention where neces- 
sary, and the framework of economic and financial 
policy in a spirit of mutual responsibility.” 

Source: The Times, London England, June 10, 1960. 


Sterling Area Trade 


The value of exports from sterling area countries 
in 1959, at £7,524 million, exceeded the 1958 value 
by 9 per cent—an increase greater than the rate of 
increase in world exports. The expansion in sterling 
area exports was particularly strong in the second 
half of 1959, when their value was some 12 per cent 
above ‘the Value in the comparable period of 1958. 
Preliminary information suggests that the value con- 
tinued high in the first quarter of 1960 and may have 
been about 15 per cent above the rather low figure 
for the first quarter of 1959. 

U.K. exports and re-exports were 4 per cent higher 
in 1959 than in 1958. During the final quarter of 1959, 
they were 10 per cent above those in the same period 
of 1958; and this expansion continued into 1960, when 
exports in the first quarter were about 15 per cent 
above those in the first quarter of 1959. As export 
prices hardly changed in 1959, the greater value arose 
almost entirely from a larger volume of goods. 


Exports from the rest of the sterling area (excluding 
oil exports from the Middle East) rose rapidly during 
most of 1959; in the second half of the year they were 
19 per cent above shipments a year earlier, and pre- 
liminary reports suggest a continued expansion in the 
first quarter of 1960. These values were due to both 
larger volume and higher prices. Large increases were 
recorded in the value of exports of rubber, wool, cop- 
per, and dairy products, which together accounted for 
one half of the recorded value of total exports from 
the overseas sterling area in 1959. 

Imports of sterling area countries in 1959 were 
valued at £8,788 million, 3 per cent above the 1958 
figure. This increase is attributable mainly to an increase 
in U.K. imports; those of the rest of the sterling area 
were only slightly higher than in 1958. The increase 
in the total was caused largely by a rise in volume; 
import prices were little changed from those in 1958. 
The marked increase in U.K. imports continued in the 
first quarter of 1960, and preliminary information indi- 
cates that imports of the rest of the sterling area were 
also substantially higher than in the first quarter of 1959. 


Source: Central Office of Information, Commonwealth 
Survey, London, England, May 24, 1960. 


Balance of Payments Outlook in United Kingdom 


The National Institute of Economic and Social 
Research, in its latest Economic Review, concludes 
that the economic outlook in the United Kingdom “is 
for continued expansion with the Government meas- 
ures having only a gentle moderating effect. The Gov- 
ernment, having taken some action, seems bound to 
follow a policy of wait and see.” The National Institute 
is confident that, while the rate of investment in stocks 
will slacken off, virtually every other item of demand 
on the economy will continue to grow. As far as the 
balance of payments is concerned, the National Insti- 
tute argues that imports will probably not go on rising 
as rapidly as in the past six months, while exports, to 
judge from the trend of new orders, “should continue 
upwards.” Thus, the National Institute suggests, the 
U.K. current payments balance may be much the same 
as last year (a surplus of £145 million). The Times 
comments that this would imply that, after two rela- 
tively unfavorable quarters (the final quarter of 1959 
and the first quarter in 1960), the current balance 
should improve in the remainder of 1960. The National 
Institute believes that the United Kingdom's inter- 
national reserves may rise by some £50 million in the 
first half of 1960 (there was an increase of £44 million 
in the five months to April 1960) and drop by about 
£100 million in the second half of the year. 


In commenting on the National Institute views, the 
Times pointed out that, if industrial restocking should 
continue and if both this and consumer demand should 
continue to inflate the import bill, the current payments 
balance could deteriorate quickly. It mentions that this 
may not be as great a danger as the possibility that 
exports may not rise fast enough in the months ahead. 
With the recovery in the rest of the sterling area from 
the slump in commodity prices, it is noticeable, the 
Times says, that U.K. exports have continued to lose 
a little ground in these markets to other industrial 
exporters. With overseas competition likely to become 
fiercer, the role of the U.K. home market will become 
crucial. In this regard, prices will be important, but 
equally so will be delivery dates, and it is important 
that home market orders, which have been rising fast 
in recent months, should not prove to be a stumbling 
block. 


Source: The Times, London, England, May 30, 1960. 
Lending Rates of Commercial Banks in Finland 


In a circular to commercial banks and the central 
organization of the cooperative credit societies, the 
Bank of Finland states that the rediscounting institu- 
tions may widen the spread in their lending rates. 
Although the maximum rate permissible has been 
raised to 8 per cent, interest rates exceeding 7 per cent 
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are allowed on, at most, 10 per cent.of the banks’ 
loans to the public as of the end of May. A higher rate 
of interest is recommended for loans to finance imports 
and car transactions and on credits which are likely to 
lead to an increase in stocks or to promote demand for 
consumer goods. Banks are advised, however, to reduce 
the rate of interest on loans to small firms that engage 
in export trade and on credits to industries producing 
mainly for the home market. Savings banks and cooper- 
ative credit societies are not affected by these recom- 
mendations, which have been prompted mainly by the 
substantial increase during recent months in the volume 
of credit extended by the commercial banks. The in- 
crease has led to a rise in imports and a weakening of 
the balance of payments position, which so far has 
been reflected only partially in the foreign exchange 
reserves. 

Source: Hufvudstadsbladet, Helsinki, Finland, June 2, 

1960. 


Liberalization of Imports and Invisibles in Iceland 


Effective June 1, Iceland liberalized approximately 
60 per cent (1958 basis) of its total imports. Imports 
of other goods require licenses, which are issued either 
under bilateral quotas for imports from countries with 
which Iceland has clearing agreements or under global 
quotas for imports from other countries. 

With the exception of banking commissions and 
charges, government payments, and periodic settle- 
ments in connection with postal, telegraphic, and tele- 
phone services, outgoing payments for invisibles require 
licenses. They are divided broadly into two categories. 
Those in the first category are now, in principle, free 
up to a certain amount, the purpose of the licenses 
being primarily to control the transactions. For trans- 
actions in the second category, licenses are granted 
only after consideration of the merits of each case. 

Among the transactions in the first group are expendi- 
tures, excluding those for major repairs, of Icelandic 
vessels abroad; expenditures, including operating costs 
and repairs, of Icelandic aircraft abroad; commissions 
and brokerage related to exports of Icelandic goods; 
business travel, tourism (equivalent to [Kr 7,000, or 
£65, annually per person), and travel for educational 
and health reasons; and salaries and wages of seasonal 
workers. The main items which are not free are charter- 
ing of vessels and aircraft, major repairs of ships, 
advertising, and dividends and shares in profits. 

All exports require licenses, and the foreign currency 
received must be surrendered to the two authorized 
foreign exchange banks. A uniform export tax of 
2% per cent is levied on all export products produced 
after February 15, 1960, Its proceeds will be used to 
pay the arrears of the Export Fund, and the tax will 


be abolished when these arrears have been fully paid. 

Source: National Bank of Iceland, Central Bank, 
Circular No. 2, Reykjavik, Iceland, June 1, 
1960. 


Acceleration of Import Liberalization by Germany 


Following the recent session of the Contracting 
Parties to the General Agreement on Tariffs and Trade 
(GATT) in Geneva, the Federal Republic of Germany 
has announced an acceleration of its previously prom- 
ised liberalization measures. Industrial products (in- 
cluding raw aluminum, chemicals, synthetic rubber, 
and buttons) and some agricultural goods which, under 
an earlier program, were to be liberalized at the latest 
on December 31, 1960 will be liberalized on July 1, 
1960. The detailed list will be published shortly. For 
goods not liberalized, the Federal Republic will work 
out a liberalization program; in amy case, annually 
increasing global quotas will be introduced for all 
goods until the date of complete liberalization. 

According to the new program, liberalization will 
become effective on January 1, 1961 for some textiles 
(such as woolen gloves, bathing suits, kimonos, and 
cotton blankets), toys, and binoculars without prismatic 
lenses; on January 1, 1963, for tire cord, other textiles 
(such as cotton garments, bathing suits, silk scarves, 
and silk wares), and prismatic binoculars; and on 
January 1, 1965, for such items as draperies and cur- 
tains, woolen material for furniture and decoration, 
bathing suits made from synthetic material, ceramics, 
sewing machines, metal toys, and lighters. 

After January 1, 1965, only a small number of re- 
strictions will remain for the industrial sector. In this 
category are goods whose liberalization would create 
extraordinarily great difficulties in Germany. Neverthe- 
less, in accordance with the decision of the Contracting 
Parties to the GATT of May 30, 1959, the Federal 
Government is considering the liberalization of these 
goods, although a definite date cannot yet be an- 
nounced. In order to prepare for ultimate liberalization, 
the Government intends to introduce for these goods 
a system of liberal licensing. The Government has 
further agreed to consult with interested contracting 
parties concerning the goods that are not yet completely 
liberalized. Such consultations were held with Japan, 
India, and Pakistan during the recent session of the 
Contracting Parties. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, June 2, 1960. 


German Aid to Less Developed Countries 

At a meeting in Bonn of the Federal Ministers con- 
cerned, and with the President of the Deutsche Bundes- 
bank and the Chairman of the Board of the Recon- 
struction Loan Corporation present, agreement was 
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reached on a permanent solution for German aid to 
less developed countries—a problem which had been 
under discussion for several months. However, con- 
firmation of the agreement by the full Cabinet, and 
later by the legislature, is still necessary. 

It was agreed that the principal of the ERP Special 
Fund (i.e., the counterpart funds accrued to Germany 
under the European Recovery Program) would be 
reserved, as previously, for long-term lending in Ger- 
many; the annual interest receipts of this Fund—which 
fluctuate somewhat but normally do not fall below 
DM 200 million — will be reserved for aid to less 
developed countries. Thus, in the first five years, a 
total of DM | billion would be available. It is planned 
to ask the legislature for advance appropriations which 
would allow the Federal Government to make advance 
arrangements for the total amount of DM 1 billion. 
Under the agreement, the Foreign Office would give 
only grants in the future. This agreement means that 
the annual financing accrual available to the German 
economy from the ERP Special Fund will undergo a 
certain reduction. 

In addition, these funds will be supplemented from 
the proceeds of the Volkswagen Foundation; a definite 
sum has not yet been announced, but it is reported 
that DM 500 million has been under discussion. The 
special fund to be set up for aid to less developed 
countries thus could reach about DM 1.5 billion. This 
fund would be used only as a refinancing reserve, while 
the actual raising of funds for development projects 
would be transferred to the Reconstruction Loan Cor- 
poration. This Corporation would serve as a develop- 
ment bank and would also work in close cooperation 
with the commercial banks. 


Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
1960; Deutsche 
Presseartikeln, 


Bonn, Germany, June 3, 1960. 


am Main, Germany, June 1, 


Bundesbank, Ausziige aus 


Greek Tariff 

The Greek tariff system, which had been in effect 
for some 35 years, was replaced by a new tariff as of 
April 27. The new tariff conforms with the categories 
and nomenclature of the 1951 Brussels Convention, of 
which Greece is a signatory, and incorporates a 75 per 
cent surcharge, which had been provided by the previous 
tariff system. In the new tariff, ad valorem duties have 
been increased to 64 per cent of total duties, and 
specific duties have been reduced to 33 per cent of the 


total; other duties calculated on a special basis (length, 


head, etc.) account for the remaining 3 per cent. 


In establishing the new tariff, the Government took 
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into account the present conditions of the Greek econ- 
omy, particularly the changes in trade policy, the devel- 
opment of industry, and the commitments which Greece 
may undertake as a result of its prospective associ- 
ation with the European Economic Community. 


As officially reported, the new tariff has a twofold 
objective: first, to help make the prices of domestic 
production competitive with prices of other countries 
through a reduction of duties on imported raw mate- 
rials and industrial or agricultural equipment; second, 
to give limited protection to certain branches of 
domestic production without, however, giving rise to 
unjustified price increases or eliminating foreign com- 
petition as an inducement for rationalization and 
modernization. Specifically, the new tariff has entailed 
limited increases in tariff rates on such imports as 
slaughter animals, meat, cheese, fish, fresh fruits and 
vegetables, dried fruits, rice, and wheat. The duty on 
textiles made of artificial fiber, which compete with 
domestic wool and cotton textiles, has been raised 
slightly. In order to avoid increases in prices of essen- 
tial foodstuffs, application of the increased tariff rates 
on slaughter animals, fresh meat, and fish—the domes- 
tic output of which is not sufficient to cover consumer 
needs—has been suspended for a two-year period. 
Tariff rates having a purely revenue purpose have not 
been changed. 

Sources: Naftemboriki, Athens, Greece, April 27, 
1960; The Financial Times, London, Eng- 
land, June 2, 1960. 


Far East 
Banking in India in 1959 


The Reserve Bank of India’s annual report, Trend 
and Progress of Banking in India During the Year 
1959, states that the total deposits of commercial banks 
increased by Rs 2.53 billion, to Rs 18.16 billion, com- 
pared with a rise of Rs 2.16 billion in 1958. Time 
deposits rose by Rs 2.34 billion, and demand deposits 
by Rs 0.19 billion. As in 1958, a sizable part of the 
increase represented counterpart funds arising from the 
sale of agricultural products provided to India by the 
United States under Public Law 480. Nevertheless, the 
continued substantial rise in deposits was indicative of 
the gradual spread of the banking habit among the 
people and the effort of the banking system to mobilize 
domestic savings. 


During the year under review, scheduled bank credit 
increased by Rs 0.91 billion, against Rs 0.11 billion 
in 1958; industrial advances rose by Rs 0.20 billion 
in the year ended October 1959, compared with 
Rs 0.14 billion in the previous year, but the proportion 
of industrial advances to total advances declined from 
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48 per cent in October 1958 to 45 per cent in Octo- 
ber 1959. Since the increase in the deposit resources 
of the scheduled banks was relatively larger than 
credit expansion by the banks, the credit-deposits ratio 
fell from 54.8 per cent in 1958 to 52.2 per cent in 1959. 

Because of the upward movement of prices, the credit 
policy of the Reserve Bank was one of general restraint 
and vigilance. Thus the Bank employed moral suasion, 
as well as general and selective controls. The selective 
credit controls over advances against foodgrains and 
sugar were continued, and advances against oilseeds, 
including groundnuts, were brought within the purview 
of such controls. 


With a view to decreasing the reliance of scheduled 
banks on Reserve Bank credit, the Bank reviewed its 
policy pertaining to the Bill Market Scheme, and re- 
duced the credit limits under the Scheme during the 
1959-60 busy season to 50 per cent of the previous 
year’s level; at the same time, it restricted the period 
of availability of such credit to the end of May 1960, 
instead of the whole year as hitherto. It also continued 
open market sales of securities, in order to reduce the 
growing liquidity of the commercial banks. 

Referring to some of the problems facing banks in 
the years ahead, the report suggests that the larger 
banks should extend medium-term credit to industry, in 
view of the facilities provided by the Refinance Cor- 
poration for Industry. It also recommends that banks 
undertake cost studies of services to customers, to help 
them to work out a schedule of charges based more 
closely on the cost of operations, and explore the feasi- 
bility of mechanizing certain routine operations. 
Sources: The Times of India, Bombay, India, May 31, 

1960; Information Service of India, /ndia- 
gram, Washington, D.C., June 2, 1960. 


Nepal-U.5. Investment Guarantee Agreement 

Under an agreement signed by Nepal and the United 
States on May 17, U.S. private capital invested in 
Nepal will receive a guarantee that capital and local 
currency receipts from such investment will remain 
convertible into dollars. Also, it will be guaranteed 
against losses from expropriation and from war damage. 
Source: The Hindu, Madras, India, May 19, 1960. 


U.S. Government Loan to Thailand 

Under Public Law 480, the U.S. Government has 
granted a loan of 20 million baht to the Jalprathan 
Cement Company of Thailand, to expand its productive 
capacity. The interest rate is 3 per cent per annum. 

The Jalprathan Cement Company plans to double 
its present annual production of 90,000 metric tons. 
The company was registered in 1956 with a capital 
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of 60 million baht, provided mainly by the Government. 

[he factory is in Amphur Taklee, Nakorn Sawan 

Changvad. 

Source: The Bangkok 
May 19, 1960. 


Post, Bangkok, Thailand, 


New Highway in China (Taiwan) 

The east-west cross-island highway in Taiwan has 
been officially opened to traffic, after a construction 
period of four years. This highway, whose total length 
is 308 kilometers, was one of the chief projects in- 
cluded in the Second Four-Year Economic Develop- 
ment Plan. Its cost was about US$13 million, of 
which $1.38 million came from U.S. aid funds. 

The highway will expedite the development of the 
mountainous area, whose natural resources include 
some 170,000 hectares of forest land, with a potential 
yield of about 20 million cubic feet of timber; rich 
deposits of gold sand, estimated to be worth about 
NT$2 billion; about 2,400 hectares of arable land 
suitable for growing rice or planting fruit trees; some 
1,500 hectares of meadowland for raising cattle; ade- 
quate land for planting some 5,000 mulberry trees to 
develop the breeding of silkworms; and water resources 
that may produce 800,000 kilowatts of electric power. 
Source: Far Eastern Economic Review, Hong Kong, 
May 26, 1960. 


Korea's Foreign Exchange Reserves 
Korea’s foreign exchange reserves totaled $134 mil- 
lion at the end of May, a decrease of $11 million from 
the end of May 1959 and of $13 million from the 
end of December 1959. The reserves have been 
falling since the beginning of 1960, and the rate of 
depletion was accelerated in both April and May. The 
decline in the first five months of 1960 was due largely 
to an expansion of commercial imports and a decline 
of aid imports, at the same time that commodity exports 
did not increase. The accelerated rate of depletion of 
reserves in April and May was attributable, to a great 
extent, to political instability and to an installment 
payment of $4.7 million in May for financing the cost 
of the Naju fertilizer plant. 
Sources: Bank of Korea, Monthly Statistical Review 
(Korean text), May 1960, and The Korean 
Republic, June 9, 1960, Seoul, Korea. 


Textile Policy of Indonesian Government 

Under a regulation issued recently by the Indonesian 
Government, textiles and textile materials are to be 
imported exclusively by government enterprises and 
import agencies appointed by the Department of Trade. 
In the distribution of textiles, cooperatives and organi- 
zations approved by the Government are to be given 
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priority. Private traders may participate in the distri- 
bution only if they have adequate financial resources. 
Up to 10 per cent of all imported and domestically 
produced textiles may be put under the direct control 
of the Government. Prices of textiles and of spare 
parts and accessories for the textile industry are to be 
regulated by the Government. 


For financing textile imports, the new regulation 
requires that not less than 50 per cent of the importer’s 
sale price must be paid when application is made for 
the import license, 25 per cent when the transportation 
documents are received, and the remainder when the 
goods arrive. 


Source: Embassy of Indonesia, Djakarta Dispatches, 
Washington, D.C., June 8, 1960. 


Relaxation of Credit in the Philippines 


The Monetary Board of the Philippine Central Bank 
has increased the rediscount quotas for commercial 
banks from 50 per cent to 100 per cent of their net 
worth. This is the third step taken in recent weeks to 
relax credit conditions (see this News Survey, Vol. XII, 
p. 385). 


Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., June 10, 1960. 


United States and Canada 


U.S. Balance of Payments 


The excess of U.S. payments over receipts was re- 
duced in the first quarter of 1960 to a seasonally 
adjusted annual rate of about $3 billion. This com- 
pares with a deficit of $3.8 billion in 1959 and of 
$3.5 billion in 1958. The continuing large deficit in 
the first quarter of this year did not occasion much 
further outflow of gold. Net receipts abroad were 
largely in the form of short-term interest-earning assets, 
and the gold outflow, at $50 million, was the lowest 
since early 1958. 


The decline in the deficit in the first quarter was 
due in part to basic improvement and in part to an 
unusual combination of favorable circumstances. The 
latter included an exceptionally large demand for 
U.S. cotton, a sharp rise in deliveries of jet airplanes to 
airlines abroad, and a partial recovery in exports of 
steel and copper following strike-induced reductions in 
output during 1959. Basic improvement is attributable 
to the expansion of business activity in other indus- 
trialized countries, which is contributing to the demand 
for U.S. exports, particularly industrial materials and 
capital goods. In addition, the liberalization of foreign 
exchange restrictions has opened up markets in some 
European countries for certain consumer goods. At the 
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same time, unused capacity in many U.S, industries has 
provided a higher export potential, and this has spurred 
efforts to meet foreign competition, in both foreign 
and domestic markets. 

Merchandise exports were at a seasonally adjusted 
annual rate of about $18.2 billion in the first quarter, 
or $2 billion above the 1959 total. Imports were at a 
$15.2 billion rate, just under the 1959 average; they 
have declined gradually since mid-1959. The net out- 
flow of private capital in the first quarter was slightly 
higher, on a seasonally adjusted basis, than the average 
for 1959, largely owing to new issues of bonds by the 
International Bank for Reconstruction and Development 
and by foreign enterprises. Disbursements on U.S. 
nonmilitary grants and credits abroad were at an 
annual rate slightly less than $3 billion. Such pay- 
ments have gradually eased since 1957, when they 
totaled $3.2 billion. 


Source: Department of Commerce, Press Release, 


Washington, D.C., June 13, 1960. 


Bank Rate in Canada 


The Bank of Canada discount rate fell to 2.90 per 
cent on June 9, the lowest since late 1958. The decline 
reflects easier conditions in the short-term money mar- 
ket. The bank rate is set at % per cent above the aver- 
age yield on weekly sales of 91-day Treasury bills, the 
Can$95 million issue of which on June 9 sold at prices 
yielding an average of 2.65 per cent. The rate of 2.90 per 
cent compares with the rate of 3.17 per cent on June 2 
and a high of 6.41 per cent in mid-August 1959. 
Source: The Globe and Mail, Toronto, Canada, 

June 10, 1960. 


Latin America 
Economic Development Legislation in Peru 


Four Supreme Déecréés issued in Peru on June 3 
contain measures designed to organize and coordinate 
the public sector’s efforts for economic development. 
This action had been announced by the Prime Minister 
in May, when the Peruvian Government declared that 
monetary stability conducive to economic and social 
development had been finally achieved. 


One Supreme Decree creates an Institute of Agrarian 
Reform and Colonization, under the authority of the 
Ministry of Agriculture, for the purpose of studying 
and formulating concrete proposals to promote the 
colonization of the huge selva and sierra areas of south- 
eastern Peru and the settlement of small farming units 
therein. The Institute is intended to operate as a pro- 
visional solution to the agrarian problem in Peru, 
which will be fully dtalt with as soon as the Agrarian 
Reform Commission submits its final report containing 
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complete proposals for permanent agrarian legislation. 

A second Supreme Decree establishes an Interminis- 
terial Commission for Economic Development, which 
will include the Ministers of Finance, Agriculture, and 
Public Works, one public official appointed by the 
President of the Republic, and another appointed by 
the Joint Staff of the Armed Forces. This Commission 
will function as the Governmesi’s economic planning 
council and will coordinate the programming activities 
now dispersed among various official entities and gov- 
ernment agencies. The Commission will also propose 
concrete legislative and executive measures in regard 
to the economic development policies of the public 
sector. 


Two Supreme Decrees provide for more specific meas- 
ures regarding the potential development of natural 
resources and the reservation of urban real estate for 
the construction of low-cost housing projects. By one 
Decree, the Government has authorized an aerophoto- 
graphical survey of three large rural regions, with a 
total area of 19.5 million hectares, in north, south- 
central, and southeastern Peru, and a survey of the 
Lima metropolitan area; the total cost of these sur- 
veys is estimated at S/. 17 million, of which about 
S/. 8 million will be disbursed in 1960. By the other 
Decree, an undetermined area of urban public land 
within the limits of metropolitan Lima has been re- 
served for the exclusive development of low-cost hous- 
ing projects, thus prohibiting the sale of such urban 
lots for private use. 


Source: La Prensa, Lima, Peru, June 4, 1960. 


Liberalization of Import Surcharges by Peru 

By a Supreme Decree of June 3, the Peruvian Gov- 
ernment removed more than 80 items from the list of 
imports that are subject to duty surcharges. These 
surcharges, ranging from 50 per cent to 200. per cent 
specific and from 10 per cent to 25 per cent ad valorem, 
were established in June 1958 and April and May 1959 
on a number of so-called nonessential and luxury 
imports. 

Among the imports now free of duty surcharges are 
automobiles with a value of up to S/. 60,000 f.o.b., 
buses, trucks, certain industrial machinery and equip- 
ment, agricultural implements, mechanical tools, etc. 
Source: La Prensa, Lima, Peru, June 4, 1960. 


Other Countries 
Commonwealth Wool Receipts 


Commonwealth wool growers have fared much better 
in the current season than in 1958-59, although not 
quite so well as the recovery in wool consumption 


might have indicated. Total production in Common- 
wealth countries in the current season is estimated at 
2,840 million pounds (greasy weight), 140 million 
pounds more than in 1958-59, with Australia, the 
largest producer, accounting for over two thirds of the 
expected increase. Total world production is believed 
to have risen by 250 million pounds, to a record of 
5,600 million pounds. Much of the recovery in prices 
occurred before the current season began, when world 
consumption was still increasing. A further spurt in 
prices in August 1959 was followed by a sharp break. 
From October 1959 onward, world consumption appears 
to have remained fairly steady, and wool prices have 
moved in a narrow range, except for a brief decline 
and a subsequent rally in February and March. The 
season is now ending on a steady note; the New Zealand 
sales have ended, and. little remains of the Australian 
or South African clips. 


Source: The Economist, London, England, June 4, 
1960. 


Banking Trends in Australia 

High government revenue and rising export receipts 
contributed to a strong increase in trading bank deposits 
in Australia in the nine months to March 1960, when 
deposits were at a new high of £A 1,784 million. Ad- 
vances usually decline in the first quarter of a year; 
this year the decline amounted to only £A 7 million, 
compared with a decrease of £A 47 million in the 
corresponding quarter of 1959. In March, advances 
were £A 49 million higher than in March 1959. Over- 
all liquidity of the trading banks rose during the first 
three months of this year by a smaller amount than 
in the corresponding period of recent years. In March, 
the ratio of liquid assets and government securities to 
deposits was 24.7 per cent, against 27.3 per cent in 
March 1959. 


Deposits of the public with savings banks rose by 
9.6 per cent in the twelve months to February 1960, 
to a new high of £A 1,474 million. During this period 
savings bank advances, principally for housing, rose by 
£A 34 million, to £A 284 million. Amounts held in 
liquid assets and government securities expanded by 
£A 73 million, to £A 923 million. 


Source: National Bank of Australasia, Monthly Sum- 
mary of Australian Conditions, Melbourne, 
Australia, May 13, 1960. 


Nigerian Economic Policy 

In presenting the budget for the next fiscal year, the 
Nigerian Federal Minister of Finance stated that the 
issue of the new Nigerian currency is now practically 
complete. At the end of March, £52 million, including 
£7 million in shillings, was in circulation. The Minister 
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stated that the preservation of confidence in the cur- 
rency is a cardinal feature of government policy; a 
fiduciary issue might make a valuable contribution to 
government resources, but the Central Bank will not 
allow the fiduciary element to rise above 20 per cent 
for some years. Nigeria intends to participate fully in 
international economic institutions and, both as donor 
and recipient, in international technical programs. It is 
the Government's firm intention that Nigeria should 
remain in the sterling area, with the objective that the 
Nigerian pound should be completely convertible. All 
the Federal Government's accounts are now with the 
Central Bank, though outside Lagos commercial banks 
are still being used. One Regional Government and 
most commercial banks have accounts with the Central 
Bank. It is hoped that there will soon be a central 
clearing house for checks. In discussing the level of 
domestic savings, the Minister referred to the drain, 
estimated at £2 million a year, to overseas football 
pools, and stated that the Government is thinking of 
establishing a national football pool. The loss of reve- 
nue attributable to smuggling has been estimated as 
somewhere between £5 million and £10 million a year; 
measures are also contemplated for checking evasion 
of income tax. 

West Africa, London, England, April 16, 
1960. 


Source: 


Economic Developments in Kenya 

Opening the Sixteenth Annual Session of the Feder- 
ation of Chambers of Commerce and Industry of 
Eastern Africa in Nairobi, the Governor of Kenya 
stated that it is necessary to preserve and develop the 
East African Common Market 


(embracing Kenya, 
Tanganyika, and Uganda) and to maintain the East 
African concept generally. The Governor said that each 
territory is too small to warrant the setting up of 
industries, but the three together have a population 
of 22 million, which constitutes a sizable market. 

Commenting on recent economic developments in 
Kenya in particular, the Financial Times notes that 
this territory is well placed to be the workshop of 
East Africa, provided that the customs union with the 
two other territories does not break up altogether. 
Kenya’s exports to Uganda and Tanganyika account 
for 31 per cent of its total exports; and if cotton, 
coffee, and sisal prices, on which Uganda and Tangan- 
yika are so dependent, were to rally, their purchases of 
processed and manufactured goods from Kenya might 
increase rapidly, as they did in the boom years of the 
middle fifties. 

In contrast to Uganda, the national income of Kenya 
rose by 3.5 per cent in 1959, despite the fact that, like 


INTERNATIONAL FINANCIAL NEwWs SuRVEY, June 17, 1960 


Uganda, Kenya has suffered from the decline in world 
market prices for primary products. The explanation is 
the remarkable expansion of Kenya’s manufacturing 
sector, which now accounts for 10 per cent of its 
domestic product. However, Kenya’s exports, except 
those to the neighboring territories in the East African 
customs union, are still predominantly agricultural. The 
newly established industries are progressing well, and 
there is a steadily increasing demand from Africans 
whose incomes have risen as a result of the Swynnerton 
Plan to intensify cash crop production. Tourists and 
British soldiers help to keep demand buoyant, and as 
long as the Government continues to be successful in 
attracting overseas finance to pay for a part of its 
£27 million three-year development program, public 
expenditure will have a healthily expansionary influence 
on the economy. In the private sector, the Shell Com- 
pany is constructing a £14 million refinery in Mombasa, 
and other overseas private investors have plans for 
expansion. European businessmen, and especially the 
representatives of the large international or 
British companies, feel more secure than the farmers, 
who are affected most by political uncertainties in 
Kenya. Since the announcement of constitutional 
changes following the Lancaster House Conference in 
February 1960, prices of local ordinary shares have 
dropped about 10 per cent, but investors seem more 
worried about the possibility of short-term political 
unrest than about the long-term consequences of a 
shift in political power. 


local 


Source: The Financial Times, London, 


June 9, 1960. 
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Corrigendum 


Vol. XII, No. 48, June 10, 1960, page 384, item 
“Burmese Trade Regulations”: The agreement between 
Burma and the United Kingdom, mentioned in the first 
paragraph, was concluded in 1947, not 1957. 
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